Writing short essays in Economics

[HL Paper 2 — also HL Paper 1(a) and SL Paper 1 (a)]
Essays in economics that do notf require evaluation always look rather similar. They
usually contain the following elements:
« some writing at the beginning, in which key terms are identified and defined,;
« followed by a diagram;
« followed by written explanation in which theory is applied and the diagram is
used. Wherever possible, real-world examples should be used to support your
answer.

Thus, the key words to remember are:
Definitions — Diagrams — Explanation — Examples

Here is an example relating to the title: .
Using a PPC, explain the concept of opportunity cost

w
é A production possibilities curve (PPC) Is a graphie representation ol the possible
= combinations of oulput that on cconamy ¢an produce using its resources to the
z fultestextentpossiblerfroan-be-used-torilhustrate-the-coneepr-of-oppertnity-costs
Z  commmml which is the cost of any economic cheice in terms of the next bust alternative thit s
= given up (or [orepone, or sacrificed). This can be illustaied in the diagram below.
Consumer
Goods
z
o
E?- > ¥ I|3
s AT T
|
1
2 {
£ 11 Capital
o 0 Bom " Goods
a —
= = 1001 uses its resources 1o tha fullesi extent possible, the economy shown above
= “3 % s> could procluce 2ither capitn) gouds or comsumer goods, Any point along the
f,-: Z o= PPC shows the possible combinations ol the two poods, potential ouput. 11 is
v = currently produeing at Poitst A, producing v consumer goods nod we copital
- vouds. ITit wants ta increase its output of consumer goods o Paint B,
% gE - producing y consumer goods, it will have (o give up e capital gouds. Thus,
2om the upportunity vost uf xp consumer goods is ma capital goods.
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I reality, decisions like this are being made all of' the time. The Austrian
government may be wrying 1o decide whether to pravide more medical core or

o more educationat feilities. 1 the govermment opts for more medical care. then
= 7 e ey will have to provide fewer cducationul facilities. The opporlunily vost off
o5 the extrn medical core is the educaional feilitivs foregone.
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==4 Al the moment, ihe Viennese suthoritics bave investd heavily in infrastruciuee
R fior Euro 2008, The opportunity cost ol this is the other lacikiies thal might lie
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been provided for the public and have had to be Torepone.
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